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CHATR HOKAMA: Mr. Matco.

COUNCILMEMBER MATEQO: NO.

CHATIR HOKAMA: Mr. Kane?

COUNCILMEMBER KANE: Yeah. I'm sorry, Mr. Chair. So this

is -- this one would be considered new source.

MR. KOGASAKA: That is correct.

COUNCILMEMBER KANE: Thank you.

CHAIR HOKAMA: Anvthing elzc, Mr. Kane?

COUNCILMEMBER KANE: No. Thank you.

COUNCILMEMBER TAVARES: Mr. Chairman?

CHAIR HOKAMA: Ms. Tavares?

COUNCILMEMBER TAVARES: Yeah. Since we're mentioning new

source, you know, on the bottom there after the land
cost, there's a section that says capital reserve,

WSDF, which, I guess, is Water Source Development

Fee --

CHAIR HOKAMA: Uh-huh.

COUNCILMEMBER TAVARES: -- then source, storage, new bond,

MS.

private, State, et cetera, now when we're talking
about the restricted funds that are -- that are
charged, the restricted funds becomes, what, the
WSDF used?

KRAFTSOW: Actually, this -- like I -- if -- if you
remember, I noted to ﬁse the cost breakdowns that
are actually on the detailed list --
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COUNCILMEMBER TAVARES: Oh, uh-huh.

MS. KRAFTSOW: -- instead of these o0ld sheets, that was
the source fund from this Central Maui Source
Development Fund. So it would have been restricted
to source development for Central Maui, that fund.

COUNCILMEMBER TAVARI'S: So only Central Mauil has that
fund?

MS. KRAFTSOW: At that time, yeah, because that was from
vears and years --

COUNCILMEMBER TAVARES: Oh, that's the old -- old one.

MS. KRAFTSOW: -- when they were the only one, yeah.

COUNCILMEMBER TAVARES: Okay. So now it's called this
Water Source --

MS. KRAFTSOW: Water System Development.

COUNCILMEMBER TAVARES: -~ water System Development Fund.
Okay. Thank you.

CHAIR HOKAMA: Okay. Is this a project that would require
that -- we have that one drill that everybody tends
to want to use that we work with the State --

MR. KOGASAKA: No.

CHAIR HOKAMA: -- e¢ither Land and Natural Resources or
Water -- Water Commission, is that that one drill?

MR. KOGASAKA: No, that's not --

CHAIR HOKAMA: That's not the one.

MR. KOGASAKA: -- the c<ne. That -- that's shared with the
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various counties. That is to be used for monitoring
purposes.

CHAIR HCKAMA: Only monitoring purposes.

MR. KOGASAKA: Yeah.

CHAIR HOKAMA: Oh, thank yvou for that, Herb.

COUNCILMEMBER KANE: Iir. Chair, one other question.

CHAIR HOKAMA: Mr. Kane.

COUNCILMEMBER KANE: Exploratory well system. So if all
goes well and we -- and we see this as a -- a
successful drilling, what kind of time frame we'd be
looking at as far as this potentially coming on
line?

MR. KOGASAKA: We would need to get a consultant for the
design, the construction, the pump and the
electrical. Pumps run somewhere in the neighborhood
of six to eight months, depending on whether we need
a tank. If we need a -- a larger tank, then --
concrete tanks normally require at least nine
months.

COUNCILMEMBER KANE: Couple years, I mean, as far as from
-- from when this starts to everything goes as --

MR. KOGASAKA: Yes, little cver a year. It's going to
take six monthas to drill the well, to get to that
point where you have drilled the well, installed the
casing and tested the well, yeah?

RALPH ROSENBERG COURT REPORTERS, INC.
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COUNCILMEMBER KANE: Uh-huh. Mr. Chair, one other -- one
other guestion. General -- generally speaking, what

-- what helps you decide on a spot to poke the hole
in the ground, generally, without the Greek?

MR. KOGASAKA: Generally, we hire a geologist to advise us
on -- on the -- pretty much to find the locations,
yeah? He -- he takes into account the geological
formations, the formation of the islands, and
whatever other knowledge that he may have of the
Hawaiian Islands.

CCOUNCILMEMBER KANE: Now is this a geologist [sic] -- you
-- you mentioned -- is it contracted out, the
geologist, or iz it the geologist that we find in
the Administration's A budget, A account?

MR. TENGAN: 1In this case here, Mr. Chair, this site was
selected based on information provided by John Mink.

COUNCILMEMBER KANE: Through previous studies?

MR. TENGAN: This in consultation with Mr. Mink in --
determination was made: that this would be a -- a
suitable site for a well.

COUNCILMEMBER KANE: Okay. Thank you. Thank you,

Mr. Chairman, for your -- allowing your --

CHATR HOKAMA: Well, I think --

COUNCILMEMBER KANE: -- indvlgence on that.

CHATR HOKAMA: -- I ihink the more we get informed, we'll
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make better decisions to support the Department's
projects. Okayf Let us move on. North Waihee
Source Development. This is a transmission from
Kupaa Well site.

MS. KRAFTSOW: Construction of about 4,000 feet of 24-inch
pipeline to connect Kupaa Wells to the well that
connects to the Kanoa Wells to the Central Mauil
System. Basically, just to connect the well to the
system.

CHAIR HOKAMA: Okay. North Waihee. Mr. Kane.

COUNCILMEMBER KANE: I1'1ll pass.

CHATIR HOKAMA: Ms. Tavares.

COUNCILMEMBER TAVARES: No.

CHAIR HOKAMA: Mr. Pontanilla.

COUNCILMEMBER PONTANILLA: No.

CHAIR HOKAMA: Mr. Molina.

COUNCILMEMBER MOLINA: No.

CHATR HOKAMA: Mr. Mateo?

COUNCILMEMBER MATEO: No.

COUNCILMEMBER KANE: Mr. Chair?

CHAIR HOKAMA: Yes, Mr. Kane.

CCUNCILMEMBER KANE: Thank you. To connect. No, no
that's okay. Thank you.

CHAIR HOKAMA: Okay. Let us move on to the next project.

COUNCILMEMBER KANE: Mr. Chairman --

RALPH ROSENBERG ‘!QURT REPORTERS, INC.
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CHAIR HOKAMA: Yes?

COUNCILMEMBER KANE: -- can I go back one? And I
apologize. Just for the North Waihee Source
Development, Camp Maluhia Well, can I ask just one
more question over there?

CHAIR HOKAMA: Okay. Froceed, please.

COUNCILMEMBER KANE: Thank you. If this site is -- is
successful, how far away are we from existing
transmission lines?

MS. KRAFTSOW: After the Kupaa Well Project, 1f you flip
the page, the very next project is the Camp Maluhia
transmission. |

COUNCILMEMBER KANE: Oh, oh. okay.

CHAIR HOKAMA: So abkout how far is that in linear feet or
-- or some kind of measurement we can understand?

MR. KOGASAKA: I can only make an approximation. I -

CHAIR HOKAMA: That will be good for now, Herb.

MR. KOGASAKA: This -- thig would be a real -- it's a
guess.

COUNCILMEMBER KANE: Real rough. That's okay.

MR. KOGASAKA: It's a -- it's a guess. And I'm -- I'm
thinking it's about a -- about a mile.

COUNCILMEMBER KANE: Okay.

COUNCILMEMBER PONTANILLA: Mr. Chair?

CHAIR HOKAMA: Mr. Pontanilla?

RALPH ROSENBERG COURT REPORTERS, INC.
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COUNCILMEMBER PONTANILLA: I have one question. I -- 1
notice this doesn't have any dollars for study,
design, permit cost.

CHAIR HOKAMA: For which prcject are vou talking about?

COUNCILMEMBER PONTANILLA: The one that we're talking
about, the North Waihee Source Development.

CHAIR HOKAMA: Kupaa Well site?

COUNCILMEMBER PONTANILI.A: Kupaa Well site, yeah.

MR. KOGASAKA: That -- that is -- that's contracted out.
There's a design consultant team on that -- on that
project.

CHAIR HOKAMA: Okay. So the request is just for
construction funds at this time. Okay. And again,
we'll learn how this Department does their CIP
projects compared to what we've always been
accustomed to with the -- with the other departments
such as Parks aand Public Works. Okay. Anything on
the Kupaa Well site transmission project to tic into
the system?

?: No.

CHAIR HOKAMA: Okay. Seeilng none, let us move on to the
transmission line from Maluhia Well site to system.

I guess that's the one that Mr. Kane had mentioned

about.

MS. KRAFTSOW: And this 1s Just to design a transmission

RALPH RCIENBERG COURT REPORTERS, INC.
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as needed tco connect fthe Maluhia Well to Kupaa Well
1 system.

CHATIR HOKAMA: Okay. Since part of the title is, dash,
design, this is -- the request is only for the
design portion of the project?

MS. KRAFTSOW: Yes, the design of the transmission.

CHAIR HOKAMA: Okay. Members, so you see the figure is
$80,000. Mr. Kane, questions?

COUNCILMEMBER KANE: Yeah, thank you, Mr. Chairman. So --
I'm sorry, Ellen, you were saying something?

MS. KRAFTSOW: Nc. Just again, the -- the numbers here, T
just -- we were -- this was in a time crunch, so I
just took last year's sheets. So in some cases,
they're rebudgeted because the budget last year
wasn't quite adequate. So you should use the
detailed sheets tnat I gave you, the graph and the
list of projects. Whwere there's any discrepancy
with the cost, you should use the 1lists that you
were given.

COUNCILMEMBER KANE: Thank you. Mr. Chairman?

CHAIR HOKAMA: Yes.

COUNCILMEMBER KANE: Thank you. So I -- I'm just trying
to -- okay. My -- my question then is, because
we're doing the exploratory well drilling at the
Camp Maluhia Well, we're also going to be doing the

RALPH ROSENRBERG COURT REPORTERS, INC.
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transmission before we know if this is going to be a
successful drill.

CHAIR HOKAMA: Deprartment?

MR. KOGASAKA: No, nc. It's really the time to determine
while they're drilling or we have some assurance
that the well i3 going to be successful. Also, at
-- at that point, we would have the well site
pinned down. you know. They -- they'll be drilling
there, yeah?

COUNCILMEMBER KANE: So it wouldn't necessarily be
concurrent projects. You would start off with the
exploratory and then towards the end of that -- and
I think yvou mentioned, what, six months as far as
for drilling?

MR. KOGASAKA: Yes. That's for the design -- design of
the well, the pumps and -- and the electrical.

COUNCILMEMBER KANE: Okay.

MR. KOGASAKA: This is ~- in this particular one, we're
taking the transmission line separately because with
-- with one -- where -- one terminus will -- will
be connected tc the Kupaa Well Tank. The other end
is still not that firmly determined at this point.

COUNCILMEMBER KANE: Yeah. Okay. Thank you. Thank you,
Mr. Chairman.

MS. KRAFTSOW: Can you just hang on one sec? Okay. We're

RALPH ROSENBERG COURT REPORTERS, INC.
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fine.

COUNCILMEMBER KANE: Mr. Chairman, one other.

CHATIR HOKAMA: Mr. Kane.

COUNCILMEMBER KANE: All the discussion that's been going
on about Waihee and then some people feeling that
Waihee is a part of -- of the Iao Aquifer, and --
and then I -- I understand that I think a comment
was made in some recent testimony given by a
gentleman in Kinei who talked Makamakaole looking
like a natural barrier to separate out two -- two
aguifers, wich that being said, does the Camp
Maluhia Well -- where is it, is it west or is it on
this side of Makamakaole?

MR. KOGASAKA: That wculd be beyond -- beyond Makamakaole.

COUNCILMEMBER KANE: Ukay.

MR. KOGASAKA: And that was -- actually, the North Waihee
Aquifer is from Waihee Stream to Kahakuloa. And the
-- the issue was that all the well drilling was
dene on the south end, and we should be expanding to
spread it out, to go beyond.

COUNCILMEMBER KANE: Uh-huli.

MR. KOGASAKA: And that's what we're attempting to do
here.

COUNCILMEMBER KANE: Yeah. And -- and I'm just trying to

remember the, I guess, the contention by some people

RALPH ROSENBERG {OURT REPCRTERS, INC.
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wlio believe -- and I may be mistaken, so I -- I
apologize if my information is incorrect, that some
people believe that the -- the line that is being
drawn between Iao and Waihee -- as you stated, it's
Waihee Stream, but some people believe that's not
the case, is that what there's some contention
about? And so, I mean, I can understand you folks
moving out, but some people are -- is it the Waihee
Stream line that people are questioning as far as it
being a barrier between Iao and Waihee Agquifer?

Sorry, huh, for being so da kine.

12 MR. TENGAN: I don't think they're saving there's a

13

14

15
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17
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19
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23

barrier there I think what they're saying is that
the two aguifers are kind of interconnected, and
that pumping from one aquifer will affect the -- the
levels in -- in the other aquifer. 1In fact, the
claim is that they're somewhat interconnected. And
that's where I have aifficulty understanding because
now, you know, they're saying that there's a barrier
in -- in the North Waihee Aquifer where we shouldn't
be pumping more than 4 million gallons per day south
or the Makamakacle Gulch. So I don't know, there's

some inconsistency ine their thinking, veah?

24 COUNCILMEMBER KANE: Yeah, yeah. No, and I appreciate you

25

pointing that c¢ut. But for this project, Mr.
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Chairman, so thank you for allowing me that leeway,
but this particular project for Camp Maluhia, it's
north of Makamakanle, and therefore, that's
something that is being recognized as -- as
acceptable by people who have some contention with
the -- the other sites. Thank you. Thank you,

Mr. Chairman.

HOKAMA: That's the best part about Water, until you
do the work, you don't know what it is. So we will
-- we will learn from this. Okay. I believe the

last project is Pulehuiki Tank Replacement.

MS. KRAFTSOW: Yeah. That's a replacement of the existing

CHATR

70,000 gallon tank, corrugated steel tank, with a --
a 300,000 gallon fiberglass line or steel tank.
Design will include ti.e sizing, re-examination of
the site location, land requirements, permits, and
construction plans.

HOKAMA: Okay. Let's see, where is this, Pulehuiki.

Okay. Ms. Tavares, questions on this project?

COUNCILMEMBER TAVARES: No.

CHAIR

HOKAMA: Mr. Pontanilla.

COUNCILMEMBER PONTANIiLLA: No.

CHAIR

HOKAMA : Mr. Molina?

COUNCILMEMBER MOLINA: Yeah. Thank you, Chairman. Just

regarding the deterioration of the current tank, is

RALPH ROSENBERG COURT REPORTERS, INC.
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there any leakages, cor what type of -- has there
been a lot of servicing of the tank or anything of
that nature?

MR. KOGASAKA: The -- the tank is taken off line at this
pcint ~--

COUNCILMEMBER MOLINA: Oh, okay.

MR. KOGASAKA: -- because of that -- the condition of the
tank.

COUNCILMEMBER MOLINA: And there was just a lot of, I
guess, holes, potential for leakage, I guess?

MR. KOGASAKA: It -- it was leaking. And actually, that
-- that's the 0ld corrugated metal tanks, and those
pretty much has met -- you know, from the time of
the installation, it's already past its life, yeah?

COUNCILMEMBER MOLINA: Okay. Thank vyou.

CHAIR HOKAMA: Mr. Mateo?

COUNCILMEMBER MATEC: Thank you, Mr. Chair. Who -- who
owns the existing property that this tank sits on?

MR. KOGASAKA: The -- the tank?

COUNCILMEMBER MATEQO: Yeah.

MR. KOGASAKA: The -- the tank site i1s -- I belileve it's
with the County of Maui. But that would not be
sufficient foir what we're intending as far as that
-- that location. It's --

COUNCILMEMBER MATEO: So the acquisition part is -- is in

RALPH ROSENBERG COURT REPORTERS, INC.
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a whole other parcel that we're looking at?

MR. KOGASAKA: Either tnat or an expansion of this

CHAIR

particular parcel, depending on what we can work out

with the landowners.

HOKAMA : Mr. Kane?

COUNCILMEMBER KANE: No. Thank you.

CHAIR

HOKAMA: Okay. Any further questions on this
project? Seeing none, are there any other projects
that are not included in the review so far,

Mr. Tengan?

MR. TENGAN: Mr. Chaiir, what we were -- went through was

CHAIR

just the CIP that we want to carry forward from the
current year's CIP into the 2004 budget. There
still remains the -- the other projects that are --
that are in the budget of documents here that we
haven't gone through.

HOKAMA: Okay. Tor today, the Chair is going to
stop here with this Devartment. We will work with
the Director on the remaining CIP projects for
Department of Water Supply either for Thursday or
Friday of this week. So we thank the Department for
being here, the Director, Mr. Tengan, Mr. Pearson,
Ms. Perdidc, Mr. Kogasaka, as well as Ellen Kraftsow
from the Department. We thank your assistance to
the Committee this morning, as well as this
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afternoon.

MR. TENGAN: Mr. Chaijr, I'd like to thank you and the

CHAIR

Committee for allowing us to come before you and
kind of giving wou our -- our budget and what we
have to work with. And I look iforward to working
with the Council even further.

HOKAMA: Okay. Thank you. The Department can stay
or leave. I have just a few more announcements for
the Committee befbre we adjourn for the day. Okay.
Members, and I'm glad that the Budget Director is
here, I am informing you this afternoon as members
of the Budget and Finance Committee of -- of a
situation that I feel is very important for all of
you to have an understanding of and that -- where we
need to go Irom this roint on. And I'm, again,
basing my comments to you this afternoon on what was
presented by Mayor Arakawa for the Fiscal Year 2004
Budget.

Now this is, as far as your Chair is
concerned, the revised estimates as best as we can
continue to narrow the parameter of -- of where we
need to be, the requirements that will be placed
upon this Committee, and where we need to go. So
under the areas of expenditures, Members, I have a
-~ we have reviewed -- the Staff and I have

RALPH RCSENBERG COURT REPORTERS, INC.
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reviewed some major areas, and there is, of course,
as you are well aware, of a need to revise the
Employees Retirement System's proposed expenditure.
Now the Administration did propose $4 million. It
is our understanding from meetings held by the State
in January that the County of Maui's requirements
will be $7,135,000. So there is a 3.135 increase in
requirements required by law for us to put forth.

We have reviewed under debt service the
amount of interest that this County will need to pay
regarding our obligation. The Mayor has proposed
$12.275 million. It is your Chairman's estimation
now that our new interest for debt service needs to
be revised to 13,466,000 or a 1.191 increase in
eXpenditures. Under principal, the Mayor did
propose $17,930,000 for debt service. I am -- I am
looking at a revised gstimate for principal at
$18,305,000. This is a $375,000 increase. Under
the Employee Health Fund Contribution, the Mayor did
recommend $13,100,000. I believe our obligation and
our need to provide will be at 314,033,000 or an
adjustment of $933,000.

While I say this in the areas of
expenditures, I need to inform you that we have a

touch of good news too. The Mayor did estimate the
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real property tax for the Fiscal Year 2003 at
$104,054,000. T am happy to know that we will make
the 100 percent, and our revised estimate will be at
$105,454,00C or a $1.4 million difference in high
revenues under this category.

The Mayor did estimate, as best he could, for
the Transient Accommodation Tax a $16,256,000
revenue estimata. At this point in time, taking
into account many factors that we have no control
over, I am recommending and revising that number to
16.9 million, $16,900,000. I hope I'm wrong. I
hope we get a lot more money out of this revenue
source. But at this time, I think it's a
responsible‘revised estimate which will net us
another $644,000.

The Mayor did show a $7,015,000 carryover
savings for the Fiscal Year 2003, Members. After
hearing the departments, after hearing comments from
the Budget Office, as well as Department of Finance,
I am hopeful, though not confident, that our
carryover may be at -- at a figure of approximately
1.7 million or a reduction of $5%.3 million. Now
what does that mean? That means that I'm looking at
an anticipated siortfall of $9 million of General
Fund. And this does not include requirements for

RALPH ROSINBERG COURT REPORTERS, INC.
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collective bargaining.

Now we do know that we have recommendations
from our financial people regarding borrowing and
bond authorizaticn. If we are to adhere to a
discipline program under bond levels that we would
consider resvonsible and still not put undue concern
on the rating, which dictates the amount of interest
we would pay on -- on the long-term borrowing
capacity, then the figure that we would loock at for
borrowing for this coming vear would be at a $15
million level, which would be $27,800,000 less than
the Mayor's proposal of 42,815,000.

Now I say this so that we can be clear on
where we are currently. I say this now before we
enter decision-making because as of this afternoon,
on the record, I think, unless there's objections
from you, the Members of this Committee, I will
extend to Mayor Arakawa, through his Budget Director
Mr. Agsalog, and the rest of the departments a need
Lo work cooperatively in assisting us in crafting a
still, vyet, fair and responsible budget for the
upcoming Fiscal 2004 vear.

Now there may be many reasons and
finger-pointing of why we are where we are now. My

concern as your Chairman is where we need to go to
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get this County back to its proper fiscal position.
And that is the key of our responsibility, where we
need to go. As part of that goal of reaching where
we need to be financially, of course we will learn
of the mistakes that we will need to not repeat in
the future. But I think our community deserves the
best effort we can put together with Mr. Agsalog,
with the Mayor, and come up with a program that can
still provide the best level of service with the
resources available to us.

Now if we are -- and I -- and I'm going to
aad this becausa I believe to assist us in the
Fiscal Year 2005 Buddget, if we are to create a
reasonable lewvel that would protect our bond rating,
as well as provide the Administration sufficient
funds to operate whereby that the pressure of the
day-to-day knowledge that we may not have sufficient
funds, then we definitely need to find more than the
9 million shortfall in revenue makeup.

So I share this with yvou because they are --
we're going to need to be creative, we're going to
need our whole effort as a body, as a branch of
government, to work with Administration and that
branch of government to come out of this fiscal
situation. Okay. So obviously, we know where we
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are deficient. We are, what I would consider,
structurally unsound, and we are deficient in
putting resources in the required places.

So I say that at the end of a hard day, but I
thought it needed to be said. It is my
responsibility to inform you as members prior to
making -- entering decision-making, because it will
make a difference in this upcoming year. There's
more than one way to reach the goal where we need to
be, Members, so know that we still have options.
We'll ask Finence Department, we'll ask the Budget
Office, we'll ask the Mayor to assist us in crafting
and -- and offering their suggestions to this
Committee prior to decision—making.

Saying that, azny questions by the members at

this time? Mr. Pontanilla?

COUNCILMEMBER PONTANILLA: Thank you, Chair. You're going

CHAIR

to give us a copy of what you just read.

HOKAMA: I will share with you the estimates that
I've shared with you this afternoon as -- as the
revised estimates, and again, in the key category.
And this is based, now, on what the Mayor has
proposed and transmitted to this body. You know, I
haven't made cuts. I haven't added. I'm just
saying as presented tc this Committee. This much I
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am confident in sharir.g to you where I feel we need
to make definite adjustments, okay? Because one
thing we are required to, and that is to fund what
is required by law regarding retirement system, the
health fund, the debt sexrvice, we have obligations
that we -- we are reguired to fund.

So I - these are the things I am sharing,
and I'm sure you have comments, opinions, and
options of where we can do certain things, okay? 5o
of course, one spectrum is to make the appropriate
reduction and adjiustments, and the other spectrum
is, of course, to finﬁ ways to increase revenue. We

may need to find a balance in between or we may need

to do -- I would hate to venture today to tell vyou
what would be the -- the solution. I have -- I'm
noct at that point vet to -- to offer that. I'm

looking for options, T'm looking at all of us to
assist each cther. And as your Chair, I'm just
stating where I believe -- what you need to know

this afternoon.

21 COUNCILMEMBER PONTANILLA: Thank you for sharing.

22 CHATIR HOKAMA: Okay. Any questions or comments, Members?

23

24

25

If not, I -- as your Chairman, I will follow through
with a written letter to the Mayor asking for his
assistance and cooperation to this Committee in
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helping to craft the Fiscal Year 2004 Budget. Any
announcements? We do have a meeting this evening

chaired by Mr. Kane. Yes, Mr. Kane?

COUNCILMEMBER KANE: Thank you, Mr. Chairman. I was just

informed that the full Senate voted to support House
Bill 1554, Senate Draft 2, by a vote of 19 to 6,
which would allow it to at least proceed to
conference. And that bill relates to the TAT
structuring, as well as the State Legislature
looking at providing additional taxing authority to
the various counties. Mr. Chair, I Jjust wanted to
share this with you. And although it may not impact
this budget as we are aware, it is something that is
going on at the State Legislature, which will impact
us because there are formula change proposals to the
TAT.

I will be flving up Thursday morning.
Actually, if it died today, I wouldn't have gone
because there was no sense. But because it has
passed on the full Senate floor, myself, as well as
the Vice-Chair of the Kauai County Council, Jimmy
Tokioka, and the Council Chair of Hawaii Countyv
Council, Jimmy Arakaki, we're planning on going up
and meeting with some of the various members of the
State Legislature to discuss the potential impacts
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to us positive, negative, and -- and get a better
understanding. So when they do go into conference,
they at least have some sense, some sense of -- of
the -- the impact that we're going to be dealing
with, again, positive or negative and everything in
between.

So I just wanted to share that with you. So
Mr. Chair, I ask you at this time that you please
allow me to be =xcused from the proceedings for --
for Thursday, as well as Friday's HSAC meeting,
which will also have the discuséion on Bill 1554,
Thank you, Mr. Chairman.
HOKAMA: I can share with you and the rest of the
members that I bave asked our Committee Staff to
think about the implications of that specific
legislation, that bili, and -- and to share with you
what -- what wa feel as -- represented in this
Committee some of the advantages, which are very
definite, as well as some of the disadvantages,

which is also vearyv definite.

COUNCILMEMBER KANE: Yes.

CHATIR

HOKAMA : It's -- you know, it's -- there's two sides
to everything, Members. And it's like Greeks
bearing gifts, you may not always want what you wish
for knowing some of the -- the things that can
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happen in legislation.

So we thank you for that update and status,
Mr. Kane. And we'll be happy to share with you some
of the things we see advantageous, as far as the

problems, which would be the collections, how the

small -- how the businesses in this County would
need to set up -- I gLess, their need to do the
actual collecition of and do the break out of -- of

specific sales or retail tax, I guess, is what the
Senate 1is considering to call it. So we will share
that -- our comnents with you, so that you can use

that as parw of your representation for Maui.

13 COUNCILMEMBER KANE: Thank you, Mr. Chairman. And just a

14

15

16

17

18

19

20

21

22

23

24

25

final comment Jjust for a little bit more specifics.
What was passed today on the Senate floor to State
Legislature was that each county would be allowed to
charge a retail sales tax, not GET, but retail sales
tax of 1 percent over and above the State tax, State
retail tax, whkich is 4 percent. And so we are in
the process of trying to gain the information on how
much is 1 percent for, as an example, for Maui
County. And sc wa don't have that information
confirmed yet. We are looking into that.

And I would ask, because I'm meeting with OCS
Staff who is dcing some -- some analysis of -- of
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the -- of the cutcome of that bill, I'll be meeting
tomorrow morning prior to the meeting tomorrow
merning, and so hopefully, your staff can provide
the OCS Committee analyst or -- or the analyst who's
doing the work with tnat information, so tomorrow
morning I can -- I can be briefed and -- and perhaps
provide some comments --

HOKAMA: Mavbe for the Committee that would be

helpful, Mr. Kane, is, 1s this in lieu of the TAT?

COUNCILMEMBER KANE: No. In a nutshell, if the -- if

Honolulu does their 1 percent by a date certain and
the counties incorporate a 1 percent retail sales
tax, the formula would be changed. And I believe
the proposal was that -- right now, today., we have
22.8 percent of the County share. That number would
be changed, according to the Senate Draft, to 24
percent. And then once the retail sales tax is
approved by October 1st of this year by the
counties, then that number would be split in half.
So we would get 12 percent of the formula, plus the
1 percent sales tax. And apparently, the way that
works out is that there would be a net gain.

So that's, again, in a nutshell. But, you
krow, again, it involves -- it involves certain
things that are out of our qontrol, such as Honolulu
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doing certain things or doing something and as well
as the neighbor islands. So there's -- there's some
discussion there and there's some issues. And as
you stated, Mr. Chairman, some that are obviously
pesitive, but there's some obvious setbacks as well.
So we have to really look at those and decide on
whether or not we're going to go forward and -- and
support that o: push forward or not.

HOKAMA : It would require enabling legislation from

this body --

COUNCILMEMBER KANE: That is correct, it will. And they

CHATIR

-- and the -- the way the Senate Bill is -- was
approved today, it would require enabling
legislation by this body by October 1st of 2003.
HOKAMA: Okay. Thank you for that. The interesting
comment, Members, that I can share with you is that
they could've hypassed that portion and just earmark
a 5 percent retail tax with a 1 percent dedication

to the counties and not have us go through this

other process. So it -- it's an interesting tack
that -- that they're taking down at -- down in
Honolulu.

COUNCILMEMBER KANE: Mr. Chairman?

CHAIR

HOKAMA : Yes, sir.

COUNCILMEMBER KANE: And I -- I promise this is my final
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comment. The original House Bill 1554 was very,
very different from wnat the Senate Bill Draft 2 or
-- or House Bill 1554, Senate Draft 2, looks like.
So because it vassed today, it'll go to conference
and this may all be moot. It may not even get out
of there. But the -- the fact remains that the
vehicle is there, the discussion can proceed at
conference, and we'd like to at least have some say
when -- before they go into that conference of where

the various counties --

11 CHATIR HOKAMA: Uh-huh.

12 COUNCILMEMBER KANE: -- and unfortunately, Mr. Chairman,
13 we don't have the tims to meet in a committee, have
14 the discussion, send it out to the full Council,

15 have the discussion. So I'll do my best to

16 communicate with this body, at the Budget and

17 Finance Committes level, of the aspects of that

18 particular item, and then I'll do my best to reflect
19 our position at the -- at the full State level

20 because I know there's going to be discussion on

21 it.

22 But all we can do 1s really provide them

23 information and cee where it ends up so -- and I'll
24 be talking to the various members as well and just
25 getting their feedback and ask that each of you --
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the Committee reports to -- and the information is
on-line, so you can take -- please, if you can, take
the time to look at it, and I can have -- I'll make

sure that Staff gets to each and every member what
it entails. And if y:u want tc provide me with
comment before leaving, I -- I'd love to look at
your comments and so we can incorporate them into
our final comments up at the State Legislature on

Thhursday. Thank you.

CHAIR HOKAMA: Okay. Thank you for that update and
status. Okay. Any other -- anything else, Members,
any dquestions ¢r comments before we adjourn? Okay.
Seeing none, thank you for your hard day's work.
This meeting is adjourned. (Gavel.)

COUNCIL MEMBERS VQICED NO OLJECTIONS. (Excused: RC, JAJ,
WKN)

ACTION: DFFER pending further discussion.

ADJOURN: 4:25 p.m.
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